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Tips for Busy Readers
S. Madonna Kabbes, C.P.A.

PRINCIPLES OF ACCOUNTING, AD
VANCED-FIFTH EDITION, by Finney
and Miller. Prentice Hall, Inc., Englewood
Cliffs, N. J., June, 1960. 848 pages.
Those who have used previous editions of
the Finney and Miller series will want to be
come familiar with the Fifth Edition recently
released.
While the general plan of the book has been
maintained, much of the material has been
rewritten in order to include the latest de
velopments in accounting theory and practice.
As in the earlier texts, the treatment of
consolidations is extensive. In this edition the
consolidated income statement has been given
more emphasis than the consolidated balance
sheet. The authors have included numerous
illustrations of consolidated working papers in
developing both the cost and equity methods
of accounting for parent’s investment in a sub
sidiary.
The chapter on public accounts includes
typical illustrations of the transactions and
ledger accounts for the various funds usually
set up by a municipality.
Students preparing for the CPA examination
will find this text a valuable one; practitioners
will continue to use it as a dependable refer
ence book in matters relating to advanced
accounting subjects.

amount, in addition to contributing the com
puted percentage on current costs. This is a
minimum requirement if the plan is to be
considered as actuarily sound, and thus qualify
for tax deductions under Internal Revenue
regulations.
While this company formerly estimated costs
monthly and charged them to general admin
istrative expense, with a year-end adjustment
based on actuarial computations, they found
such a plan unsatisfactory in many respects.
After various studies were made, they decided
pension costs were directly related to labor,
and the costs should be charged in the period
in which the labor cost was incurred.

The actuaries worked out the various factors
to be considered in arriving at the monthly
costs to be charged to overhead. Any variations
at year end are then absorbed by an adjust
ment in the rates to be applied the following
year. The author says in their experience such
adjustments have been immaterial in amount.

The procedures this company follows in
applying the above plan of allocating such
costs to departments are outlined, covering
both the monthly charges and the year-end
adjustments.
The advantages resulting from the use of
this plan include: more accurate product cost
ings, improved bidding estimates, and better
departmental budgeting of pension costs.

ACCOUNTING FOR PENSION COSTS, by
R. M. Mathews, Jr. N.A.A. Bulletin, August,
1960, Vol. XLI, No. 12, pp. 19-26.
This article explains a plan used by one com
pany to compute accrued pension costs, and
to allocate such charges as part of the over
head cost of direct labor This company has
found the entry-age-normal-cost method to be
the most satisfactory. The cost of the pension
benefits is accumulated by accruing the same
percentage of the employee’s earnings each
year of his employment. In arriving at this
percentage various estimates must be made,
such as, how long the employee will receive
benefits after retirement, his future earnings as
compared with present earnings, and the inter
est rate which the invested funds will earn.
While applying a percentage, such as that
described above, will provide for the normal
cost accrual for that year, it will not take care
of past service requirements. If such costs re
main unfunded it will be necessary each year
at least to pay the interest on such unfunded

MORE DATA PROCESSING
TERMINOLOGY
Centralized Data Processing—Processing data
at one location for an organization that is
decentralized either managerially or geo
graphically. Decentralized data processing
involves processing at various managerial
levels or geographical points throughout an
organization.

Tabulating System—Any group of machines
capable of entering, converting, receiving,
classifying, computing, and recording data
by means of tabulating cards, and in which
tabulating cards are used for storing data
and communicating them within the system.
Data Processing—Rearrangement and refine
ment of raw data into a form suitable for
further use.
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